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1952 GERMAN INTERZONAL TRADE

Zﬁbmment: The following -information is from an artizle zptitled
" Interzonenhandel 1952", which appeared in the 9 Auguet 1652 1ssue of
Der Volkswirt (The Economist), 2 West German weekly econcemis and .
nancial reriodical published by "Der Volkswirt" Wirechafsz. und Finanp-

zeltung G.m.b.H., Frankfurt am Main, Beethovenstrasse 35a,

The abbreviation "VE" uged below stands for Verrechrungseinheitien) --
clearing unit(s); VE i. the unit of currency established undes the Prank-
furt Agreement of October 194y for trade between East GCeremany and West ;
Germany. One VE equels one West mark.7

The development of economic r1elations between the Federysl Reputlic and the
Soviet Zone is rerhape indica:ive of the instability of +he relationship between
the East and the West. The EBerlin Agreement, signed in fait 1951, was never put
into effert, since the Soviet Zone, obviously acting under pressure from the ocw
cupatior authorities, suddenly rejected the gunrantees on Ferlin traffic to which
it had alreedy agreed. As & substitute measure, LEmpOréry arrangements were made,
The agre-ment of early May 1952, covering an exchange or &07ds. .n the value of
6l million VE, was Tollowed by agreements civering goods valued ar 210 million
VE which were to be delivered by each contracting pariy,

The contents of the new 1ists, in which a few changes are »ti}) possible,
indicate a shift in commoditier needed, a result of Lre Chansed supply zituation
in both areas, The Soviet Zone, for instance, offer: pliwomg 1. quantities greater
than the Federal Republuic is able to absord at Pregent  Onl Lhe orhor hand, the
need for black coal and coke no longer appears to ve urzent 11 the Soviet, Zone,
since neither commodity appears any longer on the lists. Howiver, since the coal
consumption required by the Five-Year Plan und the rearmoment program «. the latter
is now veing pushed with new intensity -~ cen certainly not be lesa than tefore,
it is to be assumed that Poland is appreciably increasing {ts deliveries from Upper
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It 15 peculiar that the Soviet Zone, in taking 33 million VE.of agricultural
products, is importing 50 percent more products of that commodity group than it
delivers. This becomes understandable, however, when it is noted that plans call
for Soviet Zone imports of csaned fish alone in tue amount of 20 million VE. The
composition of the West Gerr.an textile deliveries, valued at 20 million VE, 4s
also new, and includes coni-lderable quantities of finished products which the
Soviet Zone had previous), refused to accept. The same applies to. tbe West German
deliveries of leather shoes, amounting to 4 million VE, a quantity that was not set
higher only because of the fear of possible Soviet Zone dumping to the detriment
of the West Berlin shoe trade. The fact that the 40 million VE worth of textile
deliveries from the Soviet Zone include 15 million VE in women’s stockings and
7 million VE in curtains, tulle, etec., will bardly evoke &ny joy on the part of
the new West German manufacturers in theee fields., The glass and ceramics deliv-
eries of the Soviet Zore in the amount of 2.5 million VE will have a lezs signif.-
icant effect. '

The chief items. in the West German deliveries <optinue ¢ he iron and steel,
in the value of approximately 30 million VE, which is half the toisl value of goeds
provided for in the Berlin Agreement. The Soviet Zone placss a decisive value on
these shipments. From this ract it is possible to conclude that rthe ironm and steel
supply of the Soviet Zone continues to be inadequate Thie also confirms reports
that the new iron and steel plants in the Soviet Zone have been Torced to interrupt
their production continually because of faulty materisls and a shortage of skilled

workers.

Now that the Soviet Zone has realized that Berlin can &lso Le supplied with
bulk commodities, such as coel and potatoes, from distant produétion areas in West
Germany, it no longer hesitates to furnish these products from :te own production
areas, which are closer at hand. About 85,000 tens of potatoes and 700.000 tons
of brown-coal briquettes will be delivered to the Western Sector of Berlin by the
Soviet Zone within the coming months, thereby reducing the losd on the transpor-
tation facilities between West Germany and the Western B3ector of Perlin, partic-
ularly at the control points. -

Although thr iron and steel deliveries were the decisive factor which induced
the Soviet Zone Lo conclude the zgreement, the Western deliveries of corsumers®
goods, machinery, electrical products, and even less importsut products such as
tobacco and coffee also played a part [in Soviet Zomne participation in the sgcee .
ment7‘. The latter items are, of course, for re-expori, precissly as the Soviet
Zone, during the course of the previous barter agrezwment, used imports from East.
ern Europe and Asia for deliveries to West Germany. Ofherwise, the fnierest of
the Soviet Zone 'in such goods and also in hops seems to iudicate an intention to
respond to a greater extent to consumer demand, insofar as these (ommodities, or
the products made from them, are not to be used for ré-export.

Although the volume of mutual deliverles of gooda up Lo e end of 19952 is
not to exceed 210 million VE in either direction, ~he maximum pormissible credit
or debit balance of 30 million VE in e¢ither direction, provided for 11 Tre dralt
of the Derlin Agreement, has been restored in rull. In t May Agrecment 1T had
been reduced to the 19.5 million VE, an emount which had alr g n takern up
by the Soviet Zovne. At present, the Soviet Zone hag avaylabis vedlt margin
of atout 8 million VE for the purchase of hard goous. Iince Az aents Cfor the
exchange of consumers’ goods are much casisr to conciude ‘han *nuse sounring invest-
ment items, the volume of soft goods {152 million VE: i3 much higher rhan that of
hard goods (S8 million VE).

et

In selecting items for inclusion in the 1ron and stecl deliveriss, 1t wag

necessary to observe closely the export restrictiont appiying 'n Trrategic ma.
terials, All the less Jjustifisble, though understandabis, ie toe diiplessure of
the Scviet occupation authorities at the embargs ~f vhe Wenstern Aliles on such
deliveries. The protest of the chief of the Sovist Tonnrel Commission 8gainst
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the "restriction of trade between East and West Germany" should unot be Aken too
seriously.' It is true that this protest recalls specifically the New York and

Paris agreements of spring 1949 (lifting of the Berlin blockade). The Moscow
tactics consist, bhowever, of so many impondersbles that it is hard to judge the
importence of such hostile gestures., It is an accepted fact that the procedure

of applying pressure on one's counterpart during the course of regotiations con-
stitutes an integral feature of Soviet diplomacy.

The Tact that the protest was
not published unti) the same time as the announcement of the conclusion of the
agreement 1g probably due to a mistake in the rigid behind-the-scenes management
by the USSR. Whether the USSR iB honest in its stated willingress to do bug*ness
will be apparent from the length of time required for the repairs on the Rotuensee
Canal locks. Evidence of genuine interest in trade will also he & prerequisite

for further meetings of the negotiating commissions which have been called for
Sepienker 1952 to prepare & new agreement for 1953.
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